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Tenth Annual AICPA Computer Conference draws
record attendance in Chicago. Simplicity may be an
swer to computer problems, keynote speaker advises.

TENTH ANNUAL AICPA
COMPUTER CONFERENCE
by Louise H. Dratler

Managing Editor

Tenth Annual AICPA Con
manufacturers, if the business com
munity does not force it to behave.
ference on Computers and In
formation Systems—a bit of a mileSimplicity may be the key to the
business user’s getting the most out
stone—was attended by a record
of today’s advanced EDP technol
crowd drawn from all segments of
the accounting profession. Over 300
ogy, Dr. Herbert R. J. Grosch, edi
CPAs attended the conference in
torial director of Computerworld,
Chicago May 6-8. It was filled with
told the AICPA conference in his
keynote address.
many new insights, some old in
sights, and quite a bit of interest
“Ladies and gentlemen, I sub
ing shoptalk. Electronic funds
mit to you that there is something
transfer systems, computer abuse,
wrong somewhere when you have a
the possibility of EDP equipment
machine 100,000,000 times as fast as
that works in picoseconds (tril
key-driven equipment and it still
lionths of a second) were discussed
takes all morning to run a payroll,”
as well as more commonly con
he told the audience. “When we
fronted issues such as dealing with
ran key-driven equipment in ac
service centers, minicomputers, and
counting departments and wrote
partners who don’t believe in com
out paychecks on a multiple-part
puters.
form with carbon paper, and tore
It still seems the computer is a
them loose, and posted some of
Frankenstein monster that is ready
them in a multi-ring binder for per
to run amuck, with the help of its
manent records, and folded the
he

T
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others up, and stuffed them in pay
envelopes, and so forth, it cost be
tween ten cents and a dollar per
unit of pay. It now costs between
one and ten cents with these super
machines that I’ve been talking
about. We only gained a factor of
maybe tenfold in economics and we
ought to have gained 10,000 times.”
Dr. Grosch believes complexity
is promoted by clever computer
salesmen and overzealous EDP pro
fessionals.
“The software artists love to com
plicate it up; it makes them feel
powerful. The salesman loves to
slow it down by selling you, or
giving you, a lot of this gorgeous
free software which has the effect
of making it almost impossible for
you to get down and through all
that stuff to the fundamentally fast,
powerful hardware underneath.”
23

Most supposed computer aids simply slow the work flow . . .

However, he told the CPAs they
are not a strong enough user group
to force a revolutionary change in
computer design, nor is any other
user group. But when given a de
sign alternative, opting for the less
complicated he believes to be the
CPA’s best choice.
“It is possible to be alert to the
fact that most of these supposed
aids that are offered to you by the
salesmen and by the computer pro
fessionals do not add anything eco
nomically or intellectually to the
quality of the work; they just make
it more complicated and slower. In
general, eschew the complication.
In general, try to do it the simple
and straightforward way. If you
have the alternative possibility,
minimize the unnecessary compli
cations. Do not buy the fancy
COBOL compiler which has all the
extra capabilities: Insist on a
stripped-down standard one in
stead. Do not go to computer hard
ware and software that features the
world’s most complicated and for
giving operating system. But go to
one that has the thinnest operating
system in which you can get most
easy access to the fundamental
power of the hardware. . . . Believe
me it will pay off economically. It
will also pay off in the length of
time it takes you to achieve a
result.”
Complications multiply

The more complex a system, the
harder it is for one person to go
through the debugging process.
With complex systems, when an ap
plications programer hits a snag he
has to go to a systems programer,
who, in turn, may have to go to a
maintenance engineer to see if
something is wrong with the hard
ware, and then all three may mull
the problem over, Dr. Grosch
noted.
Surveying the future EDP en
vironment, he said that although
24

there will be little progress in sys
tems analysis and programing,
there will be radically different
computer architecture in the next
few years.
IBM cast as villain

“In fact, it’s my belief that IBM
will intentionally Tick over the
milk bucket’ in 1976 with Future
Series, in order to make it more
difficult for the competitors to stay
in business and in order to make
it more difficult for the customers
to tell IBM how to use the equip
ment. Instead, customers will have
to submit their necks to the guillo
tine so that IBM can tell the cus
tomer how to use the equipment,
which will be, in a word, ‘waste
fully.”’

Change in market predicted
In addition, there is going to be
a change in the mode of computer
operation, Dr. Grosch predicted.
Whereas annual financial growth in
the EDP industry has been 15 per
cent worldwide over the last few
years, the big growth has been in
sales of the medium-size comput
ers. For the next ten years, at least,
EDP market growth will be greater
at the two ends of the spectrum—
the minicomputers and the large
centralized data bases. The CPA
will, consequently, be more often
faced with dealing with his client’s
computers at either extreme.
“Many of your clients are going
to want, for economic or security
reasons, to operate at the lower end
of the spectrum, the minicomputer
kind of thing. That means that even
the small client can have his own
private
we-use-it-one-shift-a-dayand-lock-it-up-at-five-o’clock sort of
computer installation. This will be
based on the new long-word-length
minis, much cheaper peripheral
equipment, much more easily avail
able applications software and

technology than we have had in
the past.”
He continued, “At the other end
of the spectrum, those of you who
are connected with organizations
that are doing large-scale work—
the insurance companies, the big
banks, the large retailing organiza
tions, large manufacturing firms
that have extensive accounting re
sponsibilities—I think for those
people you should look for the
other end, the large centralized
data processing organizations, to
grow.
“That does not necessarily mean
that all the computers will be in
the shop where you are working.
They may be at the central part of
the organization, at another part of
the continent, or another part of
the world. You may be connected
with them with satellite data links,
you may be connected with them
with microwave links within a con
tinent, you may be connected with
them even on a dial-up basis, be
cause more and more we are seeing
the data communications people
offering alternate routes of data
communication. . . . The availabil
ity of reliable and economic data
communications means that that
kind of centralization is increas
ingly attractive to the large organ
ization. One of the things it does
is centralize the human capabilities
of the outfit. Good systems analysts,
good problem people, good tech
nical training are scarce—especially
scarce in your subset of the audit
ing profession. If you have small
groups of people, they tend not to
grow as rapidly because of the lack
of professional possibilities for
them within a group of one, two,
four, five people. However, if you
are centralizing an activity for a
large organization so that the pro
fessional group at that center is of
a more viable size, then you can
begin to attend technical meetings,
to read the technical literature, to
split people off for specialized
Management Adviser

training, to explore alternate kinds
of hardware and software, to do
the good things that make it pos
sible to keep up in a rapidly chang
ing field. . . . On the other hand,
the central activity does require
more management; it does expose
you to greater losses if you do the
wrong thing, just as it offers the
possibility of larger savings if you
do the right ones.”
All auditors EDP experts?

Another conference speaker went
further in his predictions about the
future of EDP auditors: He said
that is the only kind there will be.
“I suspect that the concept of
‘EDP auditing’ will become more
generalized than it is today. If fact,
probably even the term ‘EDP audit
ing’ will disappear simply because
that’s the only way you’ll be able
to audit and the only things there
will be to audit will be within com
puter environments. So all auditors
will essentially be EDP auditors,
but, along with this advancing
technology and the narrowing of
responsibilities and expertise, there
will be more specialists identified
within the auditing field. We’ll
have systems program specialists in
auditing, application program spe
cialists, even electronic engineers
specializing in the auditing end of

activities,” said Donn Parker, senior
information processing specialist,
Stanford Research Institute.
Mr. Parker has concentrated on
investigating computer abuse, an
area which Equity Funding has
shown to be in the accountant’s
domain.
“Technology is steaming ahead
at a very rapid rate. The problem
is that other supporting functions
that go along with the use of that
technology have lagged behind. We
find the adapting of business func
tions to the technology available
provides us with some serious prob
lems. . . . There is a definite lag
of the auditing methodology needed
to keep up with advancing tech
nology. . . . Crime, on the other
hand, keeps right up with it,” he
stated.
Mr. Parker has reported on 230
cases of computer abuse. The Stan
ford Research Institute published
a report last year describing 140 of
these. He defines “abuse” as “any
act in which the victim suffered a
loss or could have and the perpe
trator gained or could have.”
Up until this past April, Mr.
Parker had never been able to ver
ify a case of a magnet being used
to destroy magnetically recorded
material. Various magnet stories
that have been widely quoted are
“myth, they just never happened,”

as far as he can tell. The case he
was able to verify happened in
1962 in Girl Scout headquarters in
New York where a disgruntled em
ployee ran a magnet through the
window in the side of the flange of
the tape reel.
“I could regale you for hours on
end with these bizarre tales of
things that happened and in almost
every case something new and un
usual that has never happened be
fore occurs. And also, in most cases
they were discovered purely by ac
cident—by the perpetrator having
goofed, or some circumstance—and
practically none of them were dis
covered by any purposive action or
generally anything that has come
out of auditing, any kind of exter
nal or internal auditors’ activities,”
Mr. Parker stated.
Among his verified cases are
three in which computers were shot
with guns and one which used a
computer to send out phoney in
voices. This scheme capitalized on
the fact that some people pay bills
automatically, without questioning
their validity. When an individual
did question the fake invoice,
the company would send back a
letter saying, “Sorry. Our computer
made an error.”
In trying to characterize the typ
ical computer criminal, Mr. Parker
said the perpetrator is usually in

Stripped-down basic computers are a better buy than
ones equipped with fancy compilers and useless software.
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the 18- to 30-year age group, very
bright, highly motivated, ambitious,
egotistical, or trying to solve some
financial difficulty. He found these
criminals seem to suffer from a
variation of the Robin Hood syn
drome (“steal from the rich and
keep it”) in which they differen
tiate between doing harm to indi
vidual people and doing it to cor
porations.
“They also demonstrate to a great
extent the ‘differential associations
theory’ which says that often
white-collar criminals, and that’s
generally what these people are,
tend to deviate in only small ways
from the accepted practices of their
associates,” Mr. Parker explained.
For instance, in the case of an
employee of a time-sharing service
who managed to gain access to an
other service’s network and have it
print out a competitively valuable
program, his actions were not too
different from his peers’. Mr. Park
er found “in interviewing other
people, people who work for com
mercial time-sharing companies, for
example, that it’s not uncommon
for these programers to often legit
imately buy time on their compet
itor’s system, get on a terminal,
and then do everything they can
to test, penetrate, and even crash
their competitor’s system. To load
it up, to look for customer informa
tion, copies of programs, and so
forth. And they defy me to say
they’re doing anything unethical.
They say that’s just ‘reverse engi
neering’; it’s Ford buying a Chev
rolet to see how it’s made.”
He disagrees—especially if they
are actively trying to do harm. The
same enjoyment of challenge that
motivated people to take up com
puter programing, the same game
playing, prompts them in these in
stances to see how far they can go,
he maintains.
“Another thing that bothers me is
seen in universities, where we find
that universities often reward their
students for compromising or pene
trating the campus computing sys
tem. And I suggest that that is
wrong. Somehow or other we have
to create the image of the computer
26

and our professional responsibility
towards it as almost a sacrosanct
tool that must be treated with great
care and respect and that it is not
something you run around compro
mising,” Mr. Parker stated. “I think
the end, in this case, does not jus
tify the means. And that as profes
sionals in the computer field we
just shouldn’t be doing things like
that.”

Severity of incidents increasing
The number of incidents of white
collar crime is going to go down
as computers are more widely used,
the speaker said. However, accord
ing to 1971 statistics, the average
bank embezzlement loss via manual
systems was $104,000 per incident.
The average computer embezzle
ment loss, not including Equity
Funding, was $1,000,000 per inci
dent. Potential computer abusers
need skills, knowledge, and access
that manual embezzlers did not re
quire. Consequently, more collusion
is found in these computer crimes
because often no one person has
enough of these skills, knowledge,
and access. So despite the decrease
in the number of white-collar
crimes the losses from these crimes
will increase, he forecasts.
“We’re barely scratching the sur
face in using the computer as an
aid in watching for anomalous
computer situations,” Mr. Parker
stated. He cited the case of a bank
employee who transferred to his
wife’s account $100 from each of
41 different individuals’ accounts.
He knew that although this would
be printed out in the daily excep
tion report it would be ignored be
cause of the sheer size of the re
port. Mr. Parker suggested that an
exception of the exception report
should have been printed to bring
it down to size to gain manage
ment’s attention and for action to
be taken on it.
The AICPA is aware of Mr. Par
ker’s research and similar investiga
tions, and is responding via its com
mittee structure.
Richard J. Guiltinan, CPA, Ar
thur Andersen & Co., chairman of

the computer audit subcommittee
of the AICPA’s computer services
executive committee, said, “This has
been a year of interesting develop
ments and of developing interests
in the EDP-audit area. I guess it is
a matter of timing—there’s been a
lot of bad publicity of late because
of Equity Funding and other situ
ations; Stanford Research Institute
has published a report which cites
page after page of known computer
frauds; and managements, client
management and our own manage
ment, have finally committed them
selves to involvement in this area.”
He reported that a statement on
auditing standards dealing with the
impact of computer-based systems
on accounting controls has been
prepared and is awaiting balloting
of the auditing standards executive
committee prior to exposure.
“It is a generalized statement and
refers the readers to other sources
for specifics and ‘how to’ proce
dures. Further, and I believe of
prime importance, it establishes
that the auditor must have suffi
cient understanding of the system
to enable him to identify and eval
uate its essential accounting con
trol features. It recognizes a re
quirement that the necessary audit
procedures be performed by per
sons having specialized expertise in
EDP matters in complex EDP sys
tem situations,” he stated.

Computer audit guides projected
Mr. Guiltinan observed that this
document will establish that the
auditor cannot audit around the
computer but “must involve him
self at least to the point of under
standing the system and the con
trols in the system.” Consequently,
the computer audit subcommittee
plans to undertake the develop
ment of a series of audit guides
dealing with control reviews, com
puter audit techniques, etc. By the
end of the year, the subcommittee
hopes to have a completed draft of
a detailed audit guide covering
recommended detailed procedures
for reviewing accounting controls
in the EDP environment.
Management Adviser

Audits of Service-Center-Pro
duced Records, a guide recently
released by the AICPA, was dis
cussed at one of the conference’s
parallel sessions. The publication
includes a section on accepted
practices for conducting a thirdparty review and how the informa
tion produced by that review
should be used. Dana R. Richard
son, CPA, Arthur Young & Com
pany, reported on one such review
his firm conducted for a users’
group of the NCR on-line savings
and loan system in southern Cali
fornia. Forty-five savings and loan
associations, employing 30 auditing
firms, decided to pool their funds
and engage Arthur Young & Com
pany to audit the NCR data center.
The results of this audit, a 130page document, were passed on to
the members of the users’ group,
who, in turn, handed them over to
their auditors to aid their overall
evaluations of the total systems em
ployed by the savings and loan as
sociations. The report included a
transmittal letter, comments to the
user auditor, comments on potential
system improvements, scope and
results of field work, and system
description. The firm performed
the following procedures: reviewed
the service center organization for
segregation of duties and manage
ment supervision; reviewed prac
tices and procedures in the area of
documentation, program changes,
file protection, and user record se
curity; reviewed selected program
documentation; reviewed proce
dures related to the input, editing,
processing, and output phases of
the application being reviewed; ob
served, on a test basis, actual oper
ations including transactions input
through remote terminals at three
savings
and
loan
association
branches using the system; and
conducted tests of processing under
normal operating conditions.
One portion of the Arthur Young
report was entitled, “Comments
on System Controls Requiring
User-Auditor Considerations.” This
flagged areas where cooperative
efforts on the user’s and service
center’s parts were necessary for
July-August, 1974

Universities too often "reward" their students for
penetrating or compromising the computer center.

control to be effective. For in
stance, Mr. Richardson cited a fail
safe feature of the NCR system
which does not allow a teller to
enter an unauthorized transaction
into his terminal. A deposit to an
account which is dormant or a
withdrawal from an account which
is not cleared will produce a hold
code that needs a supervisory over
ride to have the transaction en
tered. The override is performed by
physically putting a supervisor’s
key into the terminal. At lunchtime,
the supervisors would leave their
keys in the machines while they
were gone, the CPA team observed.
Obviously, that control went off to
lunch too.
Third-party reviews provide in
formation for the user-auditor, but
the responsibility for the evalua
tion of overall controls still lies with
him, Mr. Richardson reiterated.
“I think we will find in the near
future that almost a new area of
business development can arise as
a result of the third-party review.
They’re going to have to be done.
The guide [Audits of Service-Cen
ter-Produced Records] says we
can’t just turn our heads the other
way any longer. And as such, it
behooves us to look towards the
interests and economies of our
clients and of their service centers

and to perform this kind of review
in the best possible manner, with
the best possible people,” Mr. Rich
ardson stated.
Looking into the more distant
future, Everett C. Johnson, CPA,
Haskins & Sells, spoke about some
of the “blue sky thinking” that the
auditing advanced EDP systems
task force has done. This task force
is currently involved in research re
garding the effect of advanced EDP
systems on the auditor and has pro
duced a preliminary paper, “Audit
ing Advanced EDP Systems and
the Auditor’s Concerns.” The fu
ture corporation envisioned, “Ulti
mate Corporation,” could exist “in
the year 2000 or maybe tomorrow,”
he said. It is a chemical corporation
dealing only in liquid chemicals
which it processes in vats. The
company has an automatic reorder
system, so that when the level of
the chemical in a vat gets below a
certain point there is a sensor that
detects this and communicates the
information to Ultimate’s computer.
The computer then communicates
the information to a vendor’s com
puter which processes the order
and starts pumping chemicals
through a pipeline to Ultimate Cor
poration. Ultimate Corporation has
a sensor on the pipeline which
meters the receipt of this chemical
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and as soon as it receives the
amount that it ordered it sends an
electronic signal to the bank and
the bank transfers the money from
Ultimate’s bank account to the
vendor’s.
“No payables, no receivables, no
receiving report. Easy audit—you
don’t have to look at all that stuff,
right? All you get is financial state
ments. The president says, ‘That’s
no problem. I’ll push a button and
get it for you right away. Give them
to you daily if you want,’ ” Mr.
Johnson said.
To compound the problem, Ulti
mate’s customers have the same
system that Ultimate does, he
added. Ultimate illustrates some of
the auditing problems that may ex
ist in the future, namely: the lack
of source documents, the lack of an
audit trail, the lack of evidence for
authorizations, and the need for
new hardware and software for
audit purposes (e.g., an auditor’s
sensor on the pipeline), he ex
plained.
“Will there ever be an Ultimate
Corporation? Maybe so. Probably
not the way I have described it.
But maybe some of you are seeing
some signs of Ultimate Corporation
in your own clients right now,” Mr.
Johnson suggested.

One system part exists now
Dale Reistad, president of Pay
ment Systems, Inc., proved that one
part of Ultimate Corporation’s op
erations are not that far off; in fact,
electronic funds transfer systems
already exist in every section of the
United States and he is predicting
their future expansion.
“EFTS is the combination of the
plastic card going through an evo
lution of its own from a credit ori
entation to a debit orientation. If
you will, it is an extension of the
paper check, or an extension of the
passbook. A representation that you
have money of some kind in a fi
nancial institution and you want to
conveniently have access to it. . . .
“The second part of that is this
piece of plastic going into some
form of electronic point-of-sale ter
28

minal in your local merchant’s es
tablishment. . . .
“The third part of this is that the
terminal is connected through some
sort of switching and processing
center to other terminals in other
financial institutions.”
Mr. Reistad said that the herd
effect is seen in utilizing EFTS;
once one competitor initiates it, the
others follow. Although places all
over the country are experimenting
with various forms of transfer sys
tems, Wilmington, Del., may be the
first city to go to EFTS. Two banks
there are testing cards that are used
at point-of-sale terminals in retail
establishments and automatically
transfer funds.
The major changes brought about
by electronic funds transfer sys
tems, as seen by the speaker, in
clude working towards: a “zero
float,” where retailers collect fees
instead of giving discounts; plastic
substitutes for cash and checks with
third-party transfer power; emer
gence of the retailer as an impor
tant part of the funds transfer sys
tem; NOW (Negotiated Order for
Withdrawal) accounts which never
have money sitting idly, but earn
interest on funds in the bank and
exact no service charge for NOW
drafts (equivalent to checks); na
tional banking in a real sense—a
card issued by a bank at one end
of the country will be able to draw
money out of a cash-dispensing
machine at the other; massive
new doses of consumerism (Ralph
Nader “is already making speeches
on the subject. And I think he is
getting very close to understanding
them.”); and gradual development
of a national authorization system,
which eliminates paper transfer,
communicating financial authoriza
tion as well as information.
The speaker suggested that ac
countants become involved in
EFTS committees, learn its ac
counting and legal implications, get
their clients interested in the sub
ject, and investigate the security
problems involved (wiretapping
the system could clean out hun
dreds of cash drawers at one time).
Through professional organizations,

such as the AICPA, the accountant
should “confront the myriad of
problems of standardization” that
are involved in EFTS, Mr. Reistad
urged.

Six design objectives cited
One of the problems of standard
ization the AICPA is confronting
through its committees is the devel
opment of guidelines for designers
of applications systems. Speaking
at a parallel session on manage
ment advisory services, a new fea
ture of the annual computer con
ference, George H. Rittersbach,
Peat, Marwick, Mitchell & Co., ex
plained the six objectives of the
document being prepared. These
are:
1—To prepare an AICPA-distrib
uted formalized document that will
serve as a basis for knowledge
about the accounting profession’s
understanding of what the EDP
design cycle entails.
2—To provide a means by which
the completeness of EDP design,
development, and implementation
can be measured. He explained
that quality or appropriateness are
harder to judge than completeness.
3—To serve as a basic foundation
of skills necessary for EDP profes
sionals around which courses can
be developed for entry-level MAS
practitioners.
4—To develop a document for
clients indicating the profession’s
defined requirements for applica
tions systems design.
5—To provide a structure of work
paper organization for EDP sys
tems design that will relate to the
MAS engagement cycle and MAS
staff.
6—To include a glossary of con
sistent terminology, relating EDP
technology to examples and spe
cific definitions.
Mr. Rittersbach said that the task
force had completed six months of
work, as of the May conference,
and he believes their activity
should be completed in another 18
months. Because of the rapid
changes in EDP technology, annual
review of the document will be
Management Adviser

Among the more unusual cases of computer
abuse: three that were shot with guns.

necessary, he observed, and he
carefully pointed out that the doc
ument being developed was a set
of “guidelines” and not “standards”
for the MAS practitioner.

Doing a feasibility study

The second speaker at the MAS
session discussed how to handle
EDP feasibility studies. In brief,
Robert B. Nadel, CPA, Hertz, Her
son & Company, said the first step
is to have a general conversation
with client management to ascer
tain what they want and to assess
if their words match their needs.
This includes visiting the company,
gathering general documentation,
and talking to personnel on all
levels.
Then a written proposal should
be drawn up explaining exactly
what the MAS practitioner plans to
do. The consultant should also out
line the study techniques he ex
pects to follow. Some idea of the
costs should be stated, giving a
high-low range and telling the cli
ent that final costs can be depen
dent upon the amount of coopera
tion the company provides.
If the proposal is accepted, a de
tailed study of the client’s opera
tions then starts. The consultant
should go through the client’s ex
isting systems and document the
work through flowcharts, or narra
July-August, 1974

tive, or a combination of tech
niques. Speaking to lower-level em
ployees helps to get more detail.
Mr. Nadel also advised against us
ing a tape recorder during inter
views because it tends to stop the
flow of information.
Samples of filled-out forms with
live data should be gathered to
provide a picture of current oper
ations. Time and cost statistics
should be developed. An idea of
volume can be obtained via such
data as the number of invoices,
lines per invoice, and the number
of items in inventory. Internal con
trol and management capabilities
should be evaluated while the other
measurements are being made.
After all data has been gathered
and analyzed, a preliminary report
is made to management telling
what the consultant’s findings are
and indicating whether or not a
computer is justified. It includes an
estimate of the approximate cost
of a computer installation, the cost
of the existing operation, and the
cost savings or trade-offs to be
made by the conversion.
Once the preliminary report is
made and accepted, specifications
for the new system can be written.
These will serve as the basis for
bidding by equipment vendors.
Sample reports may be developed
to show the vendors what informa
tion is desired and in approxi

mately what format, Mr. Nadel
suggested. These sample reports
should be cycled back to manage
ment to make sure that they reflect
management’s needs. The bidding
package finally turned over to the
vendors should include samples of
desired reports; something about
the non-reporting applications such
as order-invoice processing; volume
statistics; flowcharts that have been
made during the study; file sizes;
and, possibly, the type of computer
the consultant has in mind. The
vendor should be told generally
what the client wants the system
to do.
The consultant should ascertain
from the vendor who will do the
programing and what its costs will
be; the costs including machine
rental, analysis of personnel costs,
shift plans, and how rigid is the
meter billing; space and air-condi
tioning requirements; investment
credit; languages and software
packages available for the hard
ware; service and support avail
ability; educational and test facil
ities offered. By talking to the ven
dor’s other customers in the area,
the consultant can evaluate its local
reputation. Finally, some sort of
written report should be given to
client management, Mr. Nadel told
the session.
While the MAS session was in
progress, parallel sessions on audit29

has to be fed things to do. . . .
Hardware is too big for the job,
generally speaking,” Mr. Van Ben
ten observed. Perhaps the mini
computer will improve the situa
tion, he stated.
If the accountant decides he
wants his practice to grow, and Mr.
Van Benten feels a decision not to
grow is a viable alternative, then
“the computer business is one price
of growth,” he concluded.

Trials with service centers

A time-sharing estate planning system allows the accountant
to seem like a wizard when he comes back to clients with a
printout showing the effects of their planning decisions.

ing, taxation, and practice admin
istration were going on. Auditing
drew the largest, in fact a standing
room only, crowd. As part of that
session, over 125 practitioners heard
a description of the National Auto
mated Accounting Research System
(NAARS), a computer-assisted ac
counting information retrieval sys
tem developed by the AICPA in
conjunction with Mead Data Cen
tral, Inc. Its data bank contains
over 5,000 corporate annual reports,
Accounting Research Bulletins, Ac
counting Principles Board Opinions,
Statements on Auditing Standards,
and pronouncements of the Finan
cial Accounting Standards Board.
Later, in his concluding remarks,
Arnold Schneidman, CPA, Seymour
Schneidman & Associates, chairman
of the AICPA computer services
executive committee, said that it is
one of his goals to see NAARS and
LEXIS (Law and Tax Information
Retrieval System which includes
New York and Ohio laws and a
Federal tax library) available to
every small practitioner cheaply.
He said by next year’s conference
he hopes to report on his success.
Perhaps the most talked about
speaker at the parallel sessions was
John Van Benten, CPA, managing
partner, George S. Olive & Co. He
spoke at the practice administra
tion session as a man less than
enamored by the computer but
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who has been forced to admit, “The
computer is really good for some
thing after all!”
His firm prepares a majority of
its tax returns on an in-house com
puter and has been pleased with
its meaningful savings of profes
sional time from clerical work; also
the returns are good looking, Mr.
Van Benten added. A time-sharing
estate planning system allows the
accountant to seem like a wizard
when he comes back to clients with
a printout showing the projected
effects of their planning decisions,
he admitted.
In the MAS area, Mr. Van Ben
ten conceded that his firm found
it could do more thorough and pre
cise financial planning via time
sharing, and that half of its MAS
practice is in information systems
analysis. The advent of the on-line
minicomputer makes it possible for
even smaller clients to use real
time systems, he stated. However,
he believes that not enough time is
given by MAS practitioners to de
veloping original cost estimates.
With the result that client manage
ment is left with a “sour taste in
their mouths.”
“I really think many of the ap
plications being done on machinery
today should never have been done
on machinery in the first place. The
only reason they are is because the
blasted machine is so big that it

One afternoon of the AICPA
conference was given to viewing
the National Computer Conference
exhibits. How large and competi
tive the industry is was quite evi
dent. Other features of the AICPA
conference were the informal ses
sions and roundtable discussions.
One table had a group of accoun
tants who believe a computer in
every office is not necessarily the
way to go. The leader of the table
was Bernard Revsine, CPA, corpo
rate controller, Royal Continental
Box Co. The table’s topic was
“dealing with service centers” and
probably the same complaint has
been uttered by similar groups at
the previous nine computer confer
ences: “The service center people
don’t understand accounting.”
Most of the participants were
CPAs from the Midwest. One found
that the service bureau in his area
says “do it our way or go find some
one else” and there is not much of
a choice in his locality. For in
stance, his service center features
an outdated method of deprecia
tion. Most of the table members
were using service centers for cli
ents’ write-up work. Generally the
contracts hedge about the center’s
responsibility to meet prearranged
turnaround times. The moderator
suggested that the key is “to be
aggressive” when confronted with
a service center’s lack of attention
to your job. One CPA said that a
client of his changed centers three
times in one year because he was
not getting the attention he de
manded.
Three of the practitioners’ firms
Management Adviser

had formed their own service bu
reaus to process their clients’ work
in the absence of existing service
centers satisfying the CPA’s re
quirements. Even a firm in a large
eastern city found such a move
necessary.
As for selecting a service center,
it should be like any other business
decision, the CPAs said. One
should not be intimidated by jar
gon and should arm himself with
a precise knowledge of his EDP
needs. The quality of service cen
ters differs from region to region
and the best way to determine how
good a local center really is is to
speak to its customers. Also, refer
ring to the center’s financial state
ments helps to assure the user that
the center isn’t likely to go out of
existence shortly.
Computer inspires poem

One CPA who has also suffered
abuse at the computer’s hand
fought back with a poem. Now he
is Chairman of the Board of the
AICPA—Sam Derieux. He was in
troduced to the conference via a
stanza from his poem, originally
published in the February, 1972,
issue of The Journal of Account
ancy:
“The days of slavery did not end
with Lincoln’s proclamation.
Vicious forces are now at work
to enslave this modern nation.
The masters are not ruthless men
with thoughts and deeds de
monic.
Our captors are machines con
trolled by circuits electronic.”

Upon being introduced, Chairman
Derieux said, “Some of my best
friends are computers.”
He continued, “It is becoming
increasingly apparent that many
firms, particularly the local ones,
at some time in the future are not
going to be able to conduct audits
with their presently constituted
auditing staff. That there is exper
tise in computers and their use, and
perhaps their misuse, that will have
to be available to us if we are to
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do the job the way we should do it,
so that reliability is based on fac
tual information. . .
“I see the need in the future for
a greater awareness of public in
terest and for this to show itself in
our recommendations,” the AICPA
chairman said. “There are three
reasons for our acting responsibly:
1—We can simply do it because we
are members of a responsible pro
fession and we believe it is the
right thing to do; 2—We can act
responsibly and give responsible
advice because we recognize this is
the best policy from a practical
standpoint; 3—We can do it be
cause we recognize that our very
survival depends upon it. If the
public cannot rely on the financial
information that is distributed to it,
then there is no necessity for the
accounting profession; indeed, there
is no necessity for the financial
statements for they will prove to be
worthless. Whatever our motives, I
believe we can work together for
greater reliability in the informa
tion that is disseminated; that we
can adapt ourselves to ever-chang
ing requirements of a responsive
and a responsible profession,” he
concluded.

As for selecting a service
center, it should be like any

other business decision . . .

One should not be intimi
dated by jargon and should
arm himself with a precise
knowledge of his EDP needs.

The quality of service cen
ters differs from region to

region and the best way to
In conclusion

Delivering the conference’s clos
ing remarks, Arnold Schneidman
stated, “Things are changing.
They’re changing here. We couldn’t
sell an audit session before; every
one wanted time sharing. This year
we couldn’t sell time sharing; ev
eryone wanted audit. Things are
happening out there and they’re
going to continue to and it’s you
300 here who are going to have to
bring it to the profession. I asked
you last year to bring five members
with you and some of the firms did;
I ask that next year you bring five
more and maybe we’ll get the word
out that there is an AICPA com
puter division and that we are con
cerned about EDP as it affects the
CPA.”
Next year’s conference is to be
held May 5-7 in the Los Angeles
Marriott Motor Hotel.

determine how good a local

center is is to speak to its

customers . . .
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